
IV. Enhanced Fax Services

IV.1. The EnhaDced Fax Services Market

TItt EftIurJu:ed Fu SImas MIJricd is still rrUJtiwIy S1UlI but grawing wry rtqJiIlly. DOCs
hmt pIIfficiptItcd in this rrun*et siruz 1990 tm4 their imJolMPllflt hils Mt imTJt*d tilt ffUI1'ket's

grm»th.

The market for Enhanced Fax services is still fairly small but growing rapidly. It
breaks into four main application areas:

• Fax Broadcast: this service enables a uaer to send one fax to multiple
recipients without having to Nleltd the fax each time..The systems

generally establish directories of destination fix numbers which the user
can select or modify.

• Fax Retrieval: this service, otherwise know u fax-on-demand or fax
relpoNe allows a uaer to telephone into an orpnization and, by using a
series of voice prompts, select a file, which could include brochures,
announcements or other information. This file will then be faxed to the
number designated by the user.

• Fax Mailbox: this service enables a WIer to receive a fix at a mailbox
where it is stored until the WIer accel•• the box remotely using a

pusword, and instructs the system to send the fax to the nearest fax

machine. 'Ibis preserv. confidentiality and enables the WIer to receive a
fax anywhere without having to give out the number of a specific fix
machine.

• Fax Overflow: this IC'Yice is also know u never-busy-fax. When a user's
machine is busy, incoming faxes are diverted to a storage location and
forwarded when the fax machine becomes available.

In combination, thee IeJ'ViceI Nplelented a market of Sl06MM in 1991 and
$3OOMM in 1994 which reflects an annual growth of 42%.
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EXHIBIT lV.l: ENHANCED FAX SDVlCE REVENUEs
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1V.2.. Promotion and Awuen.. of Enhanced Fax Services

RBOCs 1uwt spent mort tlvln any othtr sqmer&t ofprwider on TJ"O"lOfion ofEnlvlnctd FlU
Strr1ica. This luis i7lCl'r8ld public IftDGmIISS oftlrf cattgary, twrl though it W4S not very
ef/ectiOt lit i1lC1ftlSi1Ig Immd spedfk tJDImIISS ofU S WESTs own smna.

•

The RIIOCI have played alipificant role in tIUa market by inaeuing public

aWarenell. When moM of the RBOCs enteJed the market the spent significant sums on

advertiling and direct mail promotions. They were the only significant segment of

provider to do 10. US WEST, for example, spent S2·3MM and UJed newspaper ads,

radio ads, direct maillnd telemarketing to promote the service towards business

travelers and people who require confidentiality for documents (eg lawyers).
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EXHIBIT IV.2: RELATIVE PROMOTIONAL SPEND FOR ENHANCED FAX
SEIlVICES

(U S WEST TElUUTORY)
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This spending inaeued awareness of the Enhanced Fax Services sector, but it was

much less effective at promoting awareness of RBOC brands specifically. For example,
U 5 WEST conducted tests in its territory after the promotions for Enhanced Fax

Services. It found that awareness for its own branded Iel'Vice wu typically less than

half the awareness of the sector as a whole. In this respect, the ptesence of the RBOCs

has clearly benefited. the mar~place; their investment in marketing for their own

products served to nile the profile of the whole sector, and Service Bureaus and IXCs
were able to n--ride on the back of the efforts of the RBOCs.
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EXHIBIT IV.3: UNAIDED AWAR!NESS OF ENHANCED PAX PRODUCTS

(U 5 WEST TERRITORY, 1992)
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IV.3. Performance by Provider Sepneftt

The EnJumce4 FlU Snvicts stprftt is dDmi1ultfil by iJulqtndmt Sm1ict Burraus. The IXes
haw IJIso betn relJJtiwly succasfwl, despite hi""pricts tm41itt" salts tfJort. TM RBOCs hJJVe
not betn succtSljul tm4 stWNllwrr1t tXital tM marktt. This tD1rIJ''' ofRBOC failuTt
u"."iJlts the comptfitiw MtuTt oftltt Enltlmctd Sm1icts mailrruzrket. Clearly the DOCs
ld;aI titller tire daire, ar the lIbility, ar both to ifljf1lDJCt tltt deotlopmDlt ofthis rruzrIctt.

This segment is still dominated by the Service Bureaus. The IXCs have made some
pt'08ft8I in penetrating the segment, either through separate services or via their VANS
networks, but the RBOCs have been very unsuccessful.
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EXHIBIT lV.t: ENHANCED FAX SERVICE REVEN1JES BY PROVIDER TYPE
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• Service Bureaus: these independent providers have 58% of the market
between them. They have been growing rapidly. Xpedite is the largest

with Broadcast Fax revenues of S33MM in 1994. A tier of successful
Independent Fax Service providers has emerpd, providing high quality
service to specific market niches.

• VANS networks: this segment include players such as Advantis and
GElS, but it is dominated by the DeCs - AT.T, MC and Sprint. These
players incorporate Fax capabilities into their Email networks. This has

- not been a primary thrust of their businell., partly because the VAN
Iel'Vices have limited functionality and are pnerally priced. at a higher
rate than the separate Enhanced. Fax offerings.

• IXCs: in addition to their VANS-reJated Fax revenues, the IXCs have set
up separate Fax Service busineIIes. TheIe have been fairly successful,
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despite having hiP.prices than the rest of the market and despite not
using dedicated sales forces. Me has grown the mOlt quickly, jumping

-40% in 1994.

• The DOCs: Despite their efforts, the RJJOCs have not been very

successful in this sepnent. They have only managed to capture a tiny
share of the market (3% in 1994). Bell South and Bell Atlantic have

ac:tual1y shut down their Pax operaticms after failing to meet revenue
objectives. USWESt' has reigned back theirs for similar reasons.

EXHJBIT IV.S: SHARE OF ENHANCED FAX SERVICE REVENUE BY MAJOR
PLAYER
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Conclusions

The facts demonstrate compelling benefits associated with RBOC participation in

the Enhanced Services Market under the current CI-m rules environment. The overall

market is thriving as evidenced by its 18% annual growth, powerful market
participants, low.concentration of market share and rapid rate of new service

introduction. RBOCs in total have'" than 10% of the market, despite participation in
every segment. No individual RBOC controls more than 2010 of the market. Given this
fragmentation, it is hip1y unlilcely that RBOCs would be able to aet anti-eompetitively.

Two SPeCific cases bear out the general finding.

The cue of voice messaging demonstrates the specific benefits of RBOC
participation under a-m rules. In 1990, prior to RBOC entry, voice messaging service

was the preserve of business and wealthy individuals. Service bureaus charged $15-25
per month for a voice mailbox and significantly more for live operator attendant. They

attracted fewer than a million residential subscribers. RBOC voice mail, competitively

priced at around $6 per month for for basic service for residential customers, hu caused

a dramatic expansion of the mass market by attracting some 4 million residential

subscribers in four years. Similar gains have been achieved in the small business

segment. U S WEST in particular has emphasized consumers aaoss its broad service

territory: not only high-income population centers, but also rural areas, low income

areas and minorities. U S WEST's consumer-marketing experience and focus has
brought customized services to communities of interest, such as network voicemail to

parents and teachers in Arizona schools, and Spanish voicemail to residents of

Albuquerque. Competitors, meanwhile, have been forced to reduce prices and step up

innovation, but their businesses are healthy. The three largest independent voice mail

service bureaus alI enjoyed substantial growth in recent years. Equipment sales

(including residential and business) have expanded S800 MM in the past four years:

more than the RBQC's new voicemall revenues. We conclude that the combination of

significant public good, and lack of harm to competitors, indicates a strong net benefit

from RBOC participation under current rules in this market segment.

Enhanced Fax services tell a diffelent story. In this segment, RBOCs have failed to

capture significant market share. Instead, independent service bureaus and IXCs

control this segment, despite substantial efforts on the part of some RBOCs to develop

this line of business. US WEST in particular, SPent S2-3MM per year promoting its
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Enhanced Fax services: far more than any other provider in its territory, according to an
industry watcher. This contributed to the threefold expansion of this market between
1991 and 1994. However, the US WEST MrVice offering wu ultimately uncom.petitive,
and attracted few CUIIDmen, resulting in subItmtial10lle to U SWEST. Other RBOCs
with similar~ exited the market lIpaent altosether. Some competi~ .

complain.that under current Cl·m rules, RBOCs have too much market power. But this
cue indicates that DOCs were either unable or unwilling to prevent their competitors
from amusing a 95%+ share in a market in which DOCs had made substantial
investments.
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APPENDIX LMAPS OF U S
WEST VOICE MESSAGING

SERVICE CUSTOMERS
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